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STATE OF NEI,' YORK

STATE TAX COHMISSION

fn tho Hatter of Petition

o f

NORTON COMPANY

a
a

t

t

fon ncdctennination of deflcLency
of fnanchlee tax unden Artlcle 9-A
of the tax law for 1967, 1968 and
1969 .

Norton Conpany havlng fllcd a petition for redetennination

of dcfleiencLea unden Antlcle 9-A of the tax law fon 1967, 1968

and 1969 and a heanLng havlng been held on October 26t L972 before

rfohn rI. Genev{ch, Heaning 0ffleer: of the Department of TaxatLon

and Fl.nanec' at the office of the State tax CommLseion, State Campuet

Albany, New Yonkr r t  whlch hear ing S. B. l ,eer,h.1 Dinecton of

Taxee of Nonton Conpanyr appeared pereonally and teetif iedr and

the r.ccond havLng been duly examined and consldened by the State

Tax ComrLeal.on,

ft ie hereby foundl

(1) No:ton Company manufactunea and eelle abnasLve pnoducta

and flles a conbi.ned neturrr wl.th its who}ly owned aubel.dlaryl Norton

fnterrrational fnc., whLch handlee all export sales of the plrent.

The parent also owns tho etoek of and has made advancee to numerous

othen eubsldianiea, whLch ane not Lncluded Ln the conblned nepont.

. Q, Based on a field audlt examinatlon r the CorponatLon

Tax Buneau i.saued notLceg of deflcLency in the anounta of $91271+.12

fo r  1967 ,  $121041 .81  fon  1968  and  $111227 .41  fon  1969 .  The  taxpayer

fi led tlurely petlt ion fon nedetenminatlon of defLciencl.es. The

only amounts in dlepute an€ dLaallowances of Lntereat expenee attrLb-

utable to eubsLdiany eapLtal, computed by the Conponation Tax Buncau

as followe:
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19691968

$ go,4q2,792.00 $  7o ,691r2r r5 .  oo
244  f  358 ,690 .00  252  f  l +9?  r257 .00

Subaldiany asE€te
Total aseeta
Subsldiary t
Intcroet €xpcnse
dedueted

Intencst cxpense
diaallowod

Businees alloca-
tion t

Alloeated interest
Gxpen86

DcfLclency at 5-J,/2t
DefleLenoy at 7t

5 2 -

196 7

$  g l r?zz rg86 .oo
2 l r0  r950  r057 .00

93 .92

l . r916r5 l+9 .60

650r093 .62

23 .05769

l l l 9 ,896 .57
I ,244 .31

t2 ,92

2  rL27 ,87? .56

7oo ,$97 .29

2L.210 85r

148 ,581 .51

101400.71

1968

$z, rz7 ,977 ,56
34,667 .56

2r093r210 .00
32 .92

689  fo85 .0o

21 .210861
146,161 .00

10 ,2  3L ,27

followe t

1968

$ 1 r641 .10

I0  .2  31 .27-

$ l l ,872 .37

28 .00

2 ,296 ,878 .12

6r10  ,325 .87

19 .  r r29918

12lr  ,4111 .  79

g ,709 .04

19_69

92 1286 ,878 .12
15 ,024 . -L2

2  r2? l r854 .oo
28 .00

636  r119 .00

19 .  U29918
1231587.00

I  , 6  51 .79

19  59

$ 2  rs19 .37

8 .651 .79-

$11,170 .16

( 3 ) Jncluded in Lnteneat expenee deducted on the !.eturns

erae intenegt pald on FederaL and State Lncone taxee in the amounts

o f  $71711 ,60  fon  1957 ,  $3n1667 .56  fo r  1968  and  $15r02r1 .12  fon  1969 .

Subtnaction of such Lnteneet expenae fnom total intenest exPenae

deducted on the returns nesulte in nevLsed deflelenciesr due to

addback of intereet attrl.butable to subgLdiany capLtalr &s followet

fnteneet Gxpenete
dedueted

Less above arnountE
AdJusted intenest

exPenEe
Subsidiany t
Intenegt exp€nse

dLaaLlowed
Bueineee al1oca-

tion t
Allocated intencgt
Revised defieiency

at S-Ll?\
Revigod defLciency

at 7*

Tlre total nevieed

Agneed pontion of
dcficleney

Revised pontlon of
defLcLency

Total nevLeed
deficiency

19 67

$ l . rs tersqg.6o
7r711.60

1 r908 ,838 .00
33 .92

647  f 478 .00

2  3 .05759
L1 t9 r293 .00

g r2L l , 12

deficienel.ee ar6 &a

19  67

$ t ,0e9 .  B l

I  .2  11 .  12-

$9rzbo.g3



The fonegoing adJuetnents wene based on Sect ion 208.9 (b)(6)

of the tax law whLch etatesI

n(b) Entire net income shall be detenrni.ned wlthout
the exclusion, deductLon or crredit of t

tt(6) in the disen'etion of the tax conmLeeion, any
amount of intenest dinectly or indinectly and any othen
amount dinectly attnJ.butable as a eernvi.nc ehange or ether-
wiee to eubeidJ.ary eapital or: to ineome, gains on losees
fnon eubsidiary cepite.l ln

(4) In computing lts entire net income for: each yeart

the taxpayer eliminated the folLowing ineone fnom subeidLany capitalt

1967 1968

Dividends fnotn
subeidiany capital

Intcncet fron
EubEidi.arSr capital

Total ineome
eliml.nated

ftre above

208 .9  (a ) ( I )  o f  the

r t  ( a )
r f ( 1 )

$r+ 12 7 a 112l ,2 B

861 .175 .20

$s roq2 ,338.12

507 r393 ,99

lsqq

$6 ,21r6  ,619  .07

I t05  r652 . t+3

$6  ,6  52  ,271 .50

Section

$5 ,131r896 ,48  $5  ,5  49  ,732  .LL

Lncome was elLninated pursuant to

tax law, which reads in pantt

Entine net income shall not includel
incomergaine and lossee from subeLdiany capLt6l t* t .

Tax Commission henebyThe State

DECfDESI

(A) Since a portion of the taxpayent g bonrowings ie used

to make investments in and advances to subsidianLee, a pontion of

taxpayenrs intenest expense ie attnibutable to subsidiany capital.

(B) It has been the consistent policy of the ConmLseion

to dieaLlow intenest expens€ attr. ibutable to eubsidiany eapital

Ln aceotdanee wltn Sect ion 208.9 (b)(6) of  the tax law, Sueh dis-

aLlowanee ie nequined to p:revent the taxpayer f:rom r:eeeiving a

double benef i t  s ince Seet ion 208.9 (a)(1) pnovl .des that the taxpayen

may excl.ude :Lncome fron subsLdiany capital. The excluslons by

the taxpayerr &B indicated in Iten (4) r ane subetantially more

than the inteneat €xpense disallowances computed in ften (3).
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(c)  The total

an8 af finned aa eotxrect,

SectLon 1081t of the tax

Datedt Albanyl New Yonk

thle lSthday of l4ay

- l l

nevised def lcLencies set

togethen with l.nteneet in

Iaw.

1973 .

STATE TAX EOMHTSSTON
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for"th ln ltam ( 3 )

accondanco with


